
  

     

    

     NAIOP VIEWPOINT

�	Our nation's tax code  
 is outdated, inefficient  
 and overly complex.   
 Congress should reform  
 and modernize our tax  
 system with the primary  
 goal of promoting broad- 
 based, economic growth  
 and job creation. 

�	Decisions on tax code  
 changes should be driven  
 by their potential impact  
 on long-term economic  
 growth, and not by short- 
 term federal budget   
 revenue needs.
 
�	Eliminating longstanding  
 practices for deferral of 
 taxes for like-kind real  
 estate exchanges, and 
 changing the tax  
 treatment of real estate 
 partnership carried   
 interest, would cause  
 severe disruption in   
 commercial real estate 
 markets and needlessly 
 deter economic activity 
 and job creation.

  

     

OUR POSITION: NAIOP supports a simpler tax code that fosters broad based 
economic growth that will benefit the majority of Americans, increases our 
global competitiveness, and is fair to the commercial real estate industry 
by recognizing the long-term nature of real estate investment.

The last major rewrite of the tax code was the bipartisan Tax Reform Act of 1986, 
which resulted in unintended consequences that caused severe damage to the real 
estate sector. Congress should advance fundamental tax reform legislation that is 
rooted in sound, long-term tax policies designed to enhance capital formation and 
job growth.     

NAIOP BELIEVES TAX REFORM SHOULD:

PROMOTE ECONOMIC GROWTH AND CAPITAL FORMATION. A simplified tax 
code should lead to increased economic growth and productivity across all economic 
sectors, without distorting investment decisions to the detriment of the real 
estate industry. Tax provisions should be made permanent, creating a predictable 
investment environment that promotes long-term planning and capital investments.    

ESTABLISH RATIONAL COST-RECOVERY AND DEPRECIATION RULES. Cost 
recovery and depreciation rules of structures and their component parts, 
including qualified leasehold improvements, should reflect the useful economic 
life of these structures. 

RECOGNIZE THE IMPORTANCE OF PASS-THROUGH ENTITIES. Real estate 
development and investment is conducted primarily through businesses organized 
as “pass-through entities” (partnerships, limited liability companies and others), 
which pay taxes at the individual (as opposed to the corporate) tax rate. Therefore, 
lowering corporate tax rates while broadening the tax base could result in higher 
taxes on real estate businesses.  

MAINTAIN DEFERRAL OF TAXES FOR LIKE-KIND EXCHANGES. Current practice 
on tax deferral of like-kind property exchanges should be maintained. Curtailing 
this ability, which has been in effect for nearly a century, would severely reduce 
transactions and needed investment in commercial real estate. 

TREAT REAL ESTATE CARRIED INTEREST AS CAPITAL GAIN. Real estate 
partnership “carried interest” should be treated as capital gains. Unlike a salary, a 
carried interest in the real estate context is not guaranteed income, but is dependent 
on the ultimate success of a venture that results in a capital asset being developed. 
It is a reward for undertaking the risk inherent in real estate development.  

PROVIDE ADEQUATE TRANSITION RULES. Changes in tax rules should not be 
applied retroactively and should only apply to property not yet placed in service. 
A well-thought out transition regime that minimize negative impact on real estate 
markets should be provided.
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